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I. INTRODUCTION 

Pursuant to Article 14 of the California Public Utilities Commission’s (“CPUC” or 

“Commission”) Rules of Practice and Procedure, San Diego Gas & Electric Company 

(“SDG&E”) files these Comments on the Alternate Proposed Decision of Commissioner 

Grueneich (“Alternate” or “APD”), mailed August 20, 2007.  In addition, because these 

Comments focus on the use of forward prices in the Market Index Formula (“MIF”), these 

Comments are equally applicable to the Revised (“Rev.1”) Proposed Decision of ALJ Halligan 

(“Revised Proposed Decision” or “RPD”), mailed July 26, 2007.1 

In contrast to the Proposed Decision of ALJ Halligan (“Proposed Decision” or “PD”), 

which SDG&E supported,2 the RPD and Alternate reflect legal and factual error warranting 

rejection or significant modification. 

                                                 
1  Due to the timing of the mailing of the RPD, parties were precluded from filing comments on it. 
2  SDG&E filed opening and reply comments supporting the PD, subject to limited modification/clarification, on 

May 25 and June 4, respectively. 
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The MIFs reflected in both the RPD and the Alternate rely on data that substantial record 

evidence demonstrates to be deficient or for which no record evidence has been adduced.  Both 

the RPD and the Alternate rely on data that is neither robust nor transparent and both use an 

unknown average of 24-month SP-15/NP-15 forward market data without any collars to protect 

against unexpected volatility. 

The Alternate incorrectly characterizes the record in key respects, including the SP-15 

day-ahead market, and adopts a long-term contract price that is inconsistent with the record.  

Further, the Alternate adopts a Standard Offer (“SO”) contract option for new Qualifying 

Facilities (“QFs”) (sized 25 MW or less, consuming at least 25 percent of their power internally 

and selling the surplus power to utilities).  SDG&E requests that this SO option be modified to 

comply with the Public Utility Regulatory Policies Act of 1978 (“PURPA”),3 and related 

precedent, and to reflect record evidence relative to QF participation in SDG&E’s requests for 

proposals (“RFO”).   

Accordingly, SDG&E respectfully requests the Commission to correct the legal and 

factual errors discussed herein prior to issuance of either the RPD or the Alternate. 

II. RECORD EVIDENCE DOES NOT SUPPORT USING LONG-TERM SP-15 
FORWARD PRICES IN THE MARKET INDEX FORMULA 

At page 65 of the Alternate, the discussion of the use of forward prices acknowledges 

SDG&E’s concerns that the data are not sufficiently liquid and robust but fails to adopt a 

methodology that adequately addresses those concerns.  To provide an appropriate gauge to 

determine utility avoided costs, the RPD and/or APD must be revised so that the utilities are not 

forced to rely on thin, illiquid, and suspect data. 

                                                 
3 16 U.S.C. §824a-3 and 18 C.F.R. §§292.301 et seq. 
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Unlike the data proposed by SDG&E that relied on market indexes for electricity and gas 

that were shown to have sufficient liquidity using measures of liquidity established by the 

Federal Energy Regulatory Commission (“FERC”),4 the MIFs that both the APD and RPD adopt 

rely on unknown and untested data for electricity market prices to calculate the Incremental 

Energy Rate (“IER”).  The only party in the proceeding to propose to use long-term forward 

market electric prices was the California Cogeneration Council (“CCC”).  CCC’s witness Beach 

stated upon cross examination that he relied on a single broker quote beyond the period covered 

by NYMEX data.5  Mr. Beach further acknowledged that he did not know how much market 

information the broker quote was based on.6 

The RPD and the APD both suggest using Platts Megawatt Daily and/or the 

Intercontinental Exchange (“ICE”) as sources for 24 month forward prices.  However, neither 

ICE nor Megawatt Daily publishes 24 individual months of forward prices, and the data 

Megawatt Daily does publish is based on an unknown number of transactions.  Platts Megawatt 

Daily provides the following disclaimer, “Platts makes no warranties, express or implied, as to 

the accuracy, adequacy or completeness of the data and other information set forth in this 

publication (“data”) or as to the merchantability or fitness for a particular use with respect to the 

data.”7 NYMEX currently only publishes five months of forward market data for SP-15 based on 

their assessment of the liquidity of the forward markets.8  There is no transparent forward market 

data available for 24 individual months, and no analysis is provided in either the APD or RPD to 

                                                 
4  Exhibit 85, page 9 and Exhibit 86, pp. DTB-20-DTB-22. 
5  SDG&E Opening Brief, p. 35.  It should also be noted that NYMEX data for SP-15 now only covers five months 

in the future.  Data available at https://www.services.nymex.com/otcsettlement/OTCSettle.aspx. 
6  SDG&E Opening Brief, p. 35. 
7  Platts Megawatt Daily, July 23, 2007, p. 2. 
8  NYMEX SP-15 data available at  https://www.services.nymex.com/otcsettlement/OTCSettle.aspx. 
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show the degree of liquidity of the market for any of the 24 forward months.  CCC commented 

appropriately in Phase 1 of this proceeding regarding the use of forward prices, “The 

Commission should not allow the prices for a small number of transactions to drive prices paid to 

a substantial share of California’s current and future generation.”9 

Neither the RPD nor the APD should dismiss SDG&E’s concerns about the lack of 

liquidity and transparency in the MIF because lack of liquidity and transparency invites market 

manipulation.  As the Alternate states on page 63, “[a]s we have learned from the 2000 Energy 

Crisis, the potential ability to manipulate market prices is harmful to ratepayers and the overall 

energy market.”  Notwithstanding such recognition, the APD and RPD then proceed to force the 

utilities to rely on data that has not been shown to satisfy the standards for market liquidity that 

the FERC has established.10  The Alternate should not be permitted to establish a procedure that 

could conflict with federal law. 

The other SDG&E concern regarding the use of long-term forward market prices is their 

volatility.  The IER used in the short-run avoided cost (“SRAC”) energy price formula has been 

fixed now for over 10 years.  Introducing the use of a 24-month long-term electric and gas 

forward prices could potentially introduce a tremendous amount of volatility into the calculation 

of SRAC energy prices.  The CCC data on forward prices for 2006 showed a variation of over 20 

percent within a span of 8 months in 2005.11  And recently, there has been a sharp rise in forward 

electric prices, showing forward markets continue to be volatile.  As the CCC witness 

acknowledged, “when you start looking at forward market prices, the first thing you realize is 

                                                 
9  SDG&E Opening Brief, p. 36. 
10  Order Regarding Future Monitoring of Voluntary Price Formation, Use of Price Indices in Jurisdictional Tariffs, 

and Closing Certain Tariff Dockets, 109 FERC ¶61,184 (2004). 
11  SDG&E Opening Brief, p. 36. 
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that they are heavily influenced by what’s happening on that day.”12  Further he acknowledged 

long-term forward prices are overly sensitive to shocks.13  This increased level of volatility, first 

introduced by the RPD and APD, creates additional risk for ratepayers and unnecessary 

complication to the price risk management process implemented by SDG&E on behalf of its 

customers.14 

The RPD and APD both rely on a flawed analysis to suggest the volatility of forward 

prices is low, stating “We note that by using a 24-month rolling average of forward prices, there 

is little, if any, difference between a collared and an uncollared heat rate.”  However, the analysis 

as shown in Table 3 appears to take a single 24 month forward gas and electric price quote and 

compares each of the months to one another.  SDG&E would not expect much variation of 

annual averages within a single long-term forward price quote from a single day unless there was 

a market shock of some sort in the near term.  What would be volatile is the annual average 

forward prices from one trading month to the next.  As indicated above, CCC’s data showed 

significant variation in forward prices from one month to the next over the 8 trading days 

analyzed. 

Both the RPD and the APD also do not clearly define how many 24 month forward price 

quotes are to be averaged.  A rolling average implies that each month, one component of the 

average is replaced by a newer data element.  A 24 month rolling average would presumably 

have one month of the 24 months worth of 24 month forward prices replaced with the most 

recent month.  For example, August 2007 would be based on a number of trading days of 24 

                                                 
12 Tr. at 3941, line 28-3942, line 2. 
13 Opening Brief, p. 36. 
14 This is implemented through the Customer Risk Tolerance (“CRT”) process.  Using a potentially highly volatile 

rolling average for the IER will cause a revaluation as the IER changes.   This will result in a significantly 
increased uncertainty when attempting to report and manage changes to CRT on an ongoing basis. 
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month forward prices from August, 2005 through July, 2007.  For September 2007, the forward 

price quotes from August, 2005 would be removed from the average and would be replaced with 

August, 2007 data, the latest data available.  On the other hand, a 12 month moving average, as 

shown in one column on Table 3, would indicate August 2007 would be based on a number of 

trading days of 24 month forward prices from August, 2006 through July, 2007.  For September 

2007, the forward price quotes from August, 2006 would be removed from the average and 

would be replaced with August, 2007 data, the latest available.  Whether 24 months or 12 

months is to be used in the rolling average is further confused by the statement on page 66 that 

the MIF is based on Southern California Edison Company’s (“SCE”) proposed methodology, 

which suggests a 12 month rolling average.  Obviously, the longer the averaging period, the less 

volatility will exist in the calculated IER.  Both the RPD and the APD should clarify the number 

of months of data to be averaged. 

A proper analysis of volatility of the IER would have calculated a 12 month or 24 month 

rolling average of 24 month forward price quotes.  Instead, the analysis in Table 3 of the RPD 

and APD appears to use a single long-term forward market price quote for 24 months.  Looking 

at a single price quote for a single day from an unknown source is insufficient to determine the 

rolling average of 24 month forward market prices will be sufficiently stable to not require a 

collar.  The faulty analysis, not derived from the record, cannot support the RPD and APD 

claims that the “rolling average of forward prices serves to mitigate excessive price volatility.”15 

Given these problems with the use of long-term forward prices and the clearly inadequate 

record for the proposed use of long-term forward market prices in both the RPD and the APD, 

                                                 
15 APD, p. 66. 
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the Revised Proposed Decision and the Alternate should be revised to use a rolling average of 

historical day-ahead NP 15/SP 15 market prices in the PD to calculate the IER. 

As SDG&E showed, an IER developed from recent history of day ahead electric and 

bidweek gas prices provided similar values to forward markets for 2006,16 but without having to 

rely on data of suspect quality and potentially subject to manipulation and without adding 

additional and potentially substantial volatility to the SRAC pricing formula.  Similarly, the 

record evidence summarized in SCE’s opening brief showed that CAC/EPUC calculation of the 

IER based on near-term forward market prices and production cost model simulations were not 

much different than the IER based on historical data.17  An IER developed from recent history of 

day ahead electric and bidweek gas prices can reduce the potential volatility associated with the 

use of long-term forward prices without changing IER calculation substantially. 

Alternatively, if long-term forward prices are used, the IER for an entire calendar year 

could be set based on a three month average of forward prices for that year, presuming 15 

months of long-term forward prices were available and robust.  Under this proposal, the IER for 

calendar year 2008 would be based on a three month look-back of the average forward market 

electric and gas prices for calendar year 2008 based on single trading day each week from 

October 2007 through late December 2007.  As an example, in December 2007, SDG&E would 

look at the forward prices for each month/quarter of 2008 that were quoted on the second 

business day of each week of the month for the months of October, November and the first three 

weeks of December.  The forward prices for calendar year 2008 from each of the trading days 

would be averaged to arrive at a single IER for year 2008 and this IER would remain in effect for 

all of 2008.  The process would again be repeated in December of 2008 for setting the IER for 
                                                 
16 Opening Brief, p. 37. 
17 SCE Opening Brief, table on page 35. 
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2009, unless the Commission revises the SRAC formula as a result of implementation of Market 

Redesign and Technology Update (“MRTU”).   A three month average of annual forward price 

quotes and setting the IER constant for each calendar year will reduce the volatility associated 

with long-term forward price quotes. 

III. THE ALTERNATE INCORRECTLY CHARACTERIZES THE RECORD ON 
THE SP-15 DAY AHEAD MARKET 

The Alternate’s characterization of the record on the SP-15 day ahead market is 

unsubstantiated and based on nothing more than speculative assumptions advanced by QF 

parties.  The Alternate, therefore, should be revised to eliminate the language at page 61 that the 

day ahead markets “are easily manipulated” and the corresponding “new” discussion on pages 62 

and 63.  These statements are unfounded assertions by QF parties that were never substantiated 

on the record.  If adopted, these assertions could have the unintended consequence of being used 

to thwart the Alternate's proposals to use SP-15 prices in the MIF and to adjust the MIF in the 

future to incorporate MRTU day ahead market prices. 

More particularly, the SP-15 day ahead market was shown to be highly liquid for both 

on-peak and off-peak products.18  And all parties agreed that the reported price indices are valid, 

providing a reasonable representation of arm’s length transactions.19 

Additionally, the issue of underscheduling was discussed extensively in the proceeding 

and no evidence was produced to show utilities underscheduled.  The QF parties’ witnesses 

admitted that since 2003, when the utilities resumed procurement, historical scheduling was in 

the range of expected accuracy in predicting load.20  Further, since the adoption of the ISO Tariff 

                                                 
18 APD, p. 55; Ex. 1, page 54; Ex.86, pp. DTB- 20-22.  This contention is also supported in the CAISO’s Annual 

Report, Ex. 48, p. 2-13. 
19 Tr. Vol. 23 at 3321:25- 3323:15 
20 Tr. Vol. 22 at 3209:14-19. 
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Amendment 72, there has been a pattern of overscheduling rather than underscheduling.21  In 

addition, the California Independent System Operator Corporation (“CAISO”) Department of 

Market Analysis never found that the utilities were underscheduling the day-ahead needs to drive 

down day ahead market prices.22 

Moreover, the claim that utilities were scheduling undeliverable power and that that 

practice had an impact on prices was not supported by the evidence.  The deliverability problems 

were related to new power plants coming on line in SP-15.23  Even with these new power plants 

and associated deliverability problems, wholesale energy prices in SP-15 were not significantly 

different than NP-15 which had no deliverability problems.24 

Similarly, QF allegations of “strategic generation and dispatch” would require that 

utilities violate Commission rules regarding least cost dispatch as adopted in D.02-10-062 and 

D.02-12-074.  It additionally assumes that the CPUC, FERC, and the CAISO’s Department of 

Market Analysis and Department of Market Surveillance all fail in their oversight functions. 

And while the Alternate indicates the MIF could be changed once the CAISO’s MRTU 

day ahead energy market is in place, the Alternate as written will provide QF parties with the 

same set of arguments regarding the MRTU day ahead market.  Since the CAISO will be 

operating a real-time market as well as the day ahead market, the same unsupported assertions 

regarding underscheduling, infeasible schedules and strategic generation and dispatch can still be 

made with reference to the MRTU day ahead market. 

                                                 
21 Tr. Vol. 22 at 3214:8-3215:3. 
22 Ex. 54, p. 8. 
23 Tr. Vol. 23 at 3339-3341. 
24 Tr. Vol. 22 at 3292 and Ex. 28, pp. 3-17. 
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Likewise, the reference at page 61 of the Alternate of the SP-15 market being less than 5 

percent of the total power purchases by the utility may also be true in the future regarding utility 

purchases from the MRTU day ahead market.  Given the Commission’s recent decision on 

greenhouse gas (“GHG”) reporting protocols,25 it may be the case that most power acquired will 

be via bilateral contract in order not to be assigned the default GHG emissions value assigned to 

the MRTU market purchases.  However, as the record showed, it is not the amount of purchases 

from the market that is important, it is whether the particular market price plays a role in 

marginal electricity purchases and sales and in determining dispatch decisions.26  The essence of 

avoided cost pricing is that payments to the QF should reflect the payments that would have been 

made to the sources of power that were displaced by the QF. 

Lastly, SDG&E disagrees with the Alternate regarding both paying a high price for the 

firm capacity the QF provides and adjusting the energy price upward for the RMR and must offer 

obligations; however, that issue has been the focus of much discussion in the proceeding and 

SDG&E will not repeat it here.27  Instead, SDG&E here requests that the Alternate be revised to 

avoid setting an impossible standard for the MRTU day ahead market to meet in the future.  

Specifically, SDG&E requests the Alternate be modified to expressly state that CAISO 

purchases to provide ancillary services will not invalidate the MRTU day ahead market from 

being a measure of the utilities avoided costs as it relates to QF purchases.28 

                                                 
25 D.07-09-017. 
26 Ex. 86, p. DTB-19-DTB-20. 
27 SDG&E Opening Brief, pp. 41-43; 48-51; SDG&E Reply Brief, pp. 8-9. 
28 See SCE Opening Brief, pp. 31-32. 



 

 11

IV. THE ALTERNATE INCORRECTLY CHARACTERIZES THE ALL-IN PRICE 
OF THE FIRM CAPACITY OPTION 

The Alternate states at page 96, “Although capacity prices and heat rates vary, the all-in 

power prices under the CAC/EPUC and IEP proposals are essentially the same as the adopted 

value.”  Review of Table 7, however, clearly shows that this is not the case.  The value of 8.3 

cents per kWh is clearly substantially larger than the CAC/EPUC and IEP values of 7.4 and 7.3 

cent per kWh, respectively.  In addition, the 8.3 cents/kWh applies to SCE; based on the IER for 

SDG&E in the Alternate, the price is 8.43 cents/kWh, clearly well above the values proposed by 

CAC/EPUC and IEP. 

The fact that the Alternate adopts an all-in price higher than any party proposed in the 

proceeding shows it to be in error.  The Alternate should be revised to be based on the record in 

this proceeding.  The capacity and energy payments should be based on the values proposed by 

CAC/EPUC or IEP.  With the proposed pricing structure, the prices paid will exceed the cost of a 

new CCGT and exceed the MPR.  No cogeneration resources will bid into SDG&E’s RFOs as 

long as the proposed long-term contract provides an expected all-in price that exceeds the MPR. 

V. THE THIRD CONTRACT OPTION VIOLATES PURPA BY REQUIRING 
UTILITIES TO ACQUIRE POWER REGARDLESS OF NEED  

The Alternate proposes to establish a third SO contract option for new QFs expected to 

produce 25 MW (164,250 MWh) or less who consume at least 25 percent of their power 

internally and sell all surplus power to the utility Conclusion of Law (“COL”) 18 clarifies the 

Alternate’s intent that under this third SO contract option, utilities would be obligated to take 

power from the new QFs, potentially under long-term contracts, regardless of utility need.  This 

requirement clearly violates PURPA and related FERC precedent and is clearly inexplicable 
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given the Alternate’s extensive discussion of PURPA requirements.29  Therefore, the Alternate, 

including COL 18, must be modified to expressly provide that this third SO contract option does 

not require the utility to enter into long-term contracts with the new QF30 to purchase power that 

is not needed to meet system requirements.31 

VI. THE ALTERNATE INCORRECTLY CHARACTERIZES THE RECORD 
REGARDING THE NEED FOR LONG-TERM CONTRACTS FOR QFS IN THE 
SDG&E SERVICE AREA AND THE THIRD SO CONTRACT OPTION SHOULD 
BE MODIFIED FOR SDG&E CONSISTENT WITH RECORD EVIDENCE 

The Alternate states at page 120, that it is adopting this third SO contract option “because 

a small QF is unable to bid into a utility RFO, generally does not have the resources or expertise 

required to negotiate and enter into a bilateral contract with the utility, and is prohibited by 

current rules from selling surplus generation directly to the CAISO.”  As demonstrated below, 

those assertions do not apply to SDG&E. 

First, as noted at page 92 of the Alternate, it is generators under 1 MW that do not have 

access to CAISO markets.  Generators over 1 MW can sell their surplus generation into 

California energy markets.  Second, there was no evidence presented in the proceeding that QFs 

                                                 
29 See, e.g., discussion in Alternate at 115-124. 
30 D.96-10-036, 68 CPUC2d 434, 1996 Cal PUC LEXIS 1016 at *33 (“Taking a look at the statute, we find no 

mandated minimum term for PURPA required purchases.  Looking to FERC regulations, we similarly find no 
mandated minimum term.”) 

31 See City of Ketchikan, Alaska, et al. (“Ketchikan”) (2001) 94 FERC ¶61,293, reh’g denied, 95 FERC ¶61,194 
(2001), where the FERC stated at 62,062, “[A] qualifying facility may seek to have a utility purchase more energy 
or capacity than the utility requires to meet its total system load.  In such a case, while the utility is legally 
obligated to purchase any energy or capacity provided by a qualifying facility, the purchase rate should only 
include payment for energy or capacity which the utility can use to meet its total system load” and “while utilities 
may have an obligation under PURPA to purchase from a QF, that obligation does not require a utility to pay for 
capacity that it does not needs.” (citing Connecticut Light and Power Company (1995) 70 FERC ¶61,012, 
reconsideration denied, 71 FERC ¶61,035 (1995), appeal dismissed, Niagra Mohawk Power Corporation v. FERC 
(D. C. Cir. 1997) 117 F.3d 1485 “CP&L”).  See also FERC Docket No. RM06-10-006, Notice of Proposed 
Rulemaking, Regulations Applicable to Small Power Production and Cogeneration Facilities, 71 FR 4532 at 4533 
([T]here is no obligation under PURPA for a utility to pay for capacity that would displace its existing capacity 
arrangements.” Ketchikan, 94 FERC ¶62,062, citing CP&L. 
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smaller than 25 MW32 could not participate in SDG&E RFOs.  On the contrary, four (4) QFs 

with a total nameplate capacity of 22 MW have successfully participated in SDG&E’s RFOs.33  

Of all the QF witnesses cross examined on this point, not one was aware of any instance in 

which QFs were unable to participate in SDG&E’s RFOs.34 As far as bilateral contracts, SDG&E 

has three bilateral contracts totally 32 MWs of nameplate capacity with no indication by any QF 

witness that QFs were unable to obtain bilateral contracts with SDG&E. 

Given that there is no record evidence of a problem for SDG&E, this SO contract option 

should be limited to QFs smaller than 5 MW (or 32,850 MWh) who consume at least 25 percent 

of their power internally and sell all surplus power to the utility.  This level will cover all QFs 

who may have trouble with direct access to California markets.  This level is also fair to SDG&E 

customers because the SO contracts would have much larger potential economic consequences 

for SDG&E customers given SDG&E’s relatively small size compared to Pacific Gas and 

Electric Company and SCE.  Because SDG&E’s procurement customers would have to bear the 

above-market cost35 of the power; they should not have to bear a disproportionate share of 

above-market costs. 

                                                 
32 The alternate adopts the 164,250 MWh standard based on a 25 MW plant with a 75 percent capacity factor. 
33 SDG&E Opening Brief, pp. 22-23. 
34 SDG&E Opening Brief, p. 23. 
35 Excess power will be sold into the SP-15 market.  Because the APD adopts a MIF that is above the SP-15 market 

price, the power would be above the SP-15 market price and would be sold at a loss in the SP-15 with SDG&E 
procurement customers paying for the losses incurred. 
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VII. CONCLUSION 

For the foregoing reasons, SDG&E respectfully requests the Commission to revise the 

RPD or the Alternate, whichever is adopted, to correct the legal and factual errors consistent with 

the discussion herein. 

Respectfully submitted, 

/s/ GEORGETTA J. BAKER   
Georgetta J. Baker 
Attorney for 
San Diego Gas & Electric Company 
101 Ash Street 
San Diego, CA 92101 
Tel:  (619) 699-5064 
Fax:  (619) 699-5027 
E-mail:  gbaker@sempra.com 

 
September 10, 2007 
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 A-1

ATTACHMENT 1 
 

Pursuant to Rule 14.3 of the Commission’s Rules of Practice and Procedure, SDG&E 

proposes the following changes to the Alternate Proposed Decision’s Findings of Fact and 

Conclusions of Law. 

Proposed Revisions to Findings of Fact: 

19. Through their role as scheduling coordinators, the utilities could influence 
the market clearing price at the NP15/SP15 trading points. 
 
23. It is reasonable to use forward, rather than historical prices to develop the 
market heat rate component of the Market Index Formula. A Market Index 
Formula with an IER based on an average of forward historical NP 15/SP 15 
market prices and the existing Commission adopted heat rates reasonably reflects 
the utilities’ short-run avoided cost. SCE's method of calculating an average of 
day ahead NP 15/SP 15 market prices is reasonable. 
 
24. It is reasonable to use forward, rather than historical prices to develop the 
market heat rate component of the Market Index Formula 
 
Or, if the Commission determines that long-term forward prices out to 15 months 
are available and robust, then FOFs 23 and 24 should be revised as follows: 
 

23. A Market Index Formula with an IER based on an average of forward NP 
15/SP 15 market prices and the existing Commission adopted heat rates 
reasonably reflects the utilities’ short-run avoided cost.  

 
24. It is reasonable to use forward, rather than historical prices to develop the 
market heat rate component of the Market Index Formula.  The IER for a calendar 
year should be based on a three month look-back of the average forward market 
electric and gas prices for following calendar year.  A three month average of 
annual forward price quotes and setting the IER constant for each calendar year 
will reduce the volatility associated with long-term forward price quotes. 
 
40. Small QFs under 1 MW cannot bid into utility RFOs or sell surplus power 
directly to the CAISO. 
 

41. It is reasonable to allow new QFs under 25 MW that consume at least 25% 
of the power internally and sell 100% of the surplus to the utility to obtain an as-
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available standard contract; except that for SDG&E, the applicable limitation for 
new QFs shall be under 5 MW. 
 
43. It is reasonable to state the 25 MW limitation as an annual GWh limitation 
of 164,250 MWh (25 MW X 8760 X 0.75); except that for SDG&E, the 5 MW 
limitation should be stated as an annual GWh limitation of 32,850 MWh (5 MW 
X 8760 X 0.75). 
 

 
Proposed Revision to Conclusion of Law: 
 

18. Potential over-subscription due to new QF contracts that are not covered 
by the small QF contract option should be evaluated, first, through an IOU’s long-
term procurement plan. 
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